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THE PUBLIC DEBTS OF THE BRITISH 
POSSESSIONS. 

BY HAROLD COX. 

The most important of all British Possessions outside the 
United Kingdom is the Indian Empire. This proposition is true 
whether the question be looked at from the point of view of popu- 
lation, of revenue, of trade, or of military efficiency. The popula- 
tion of the Indian Empire on March 31st, 1901, was 291,600,000 
people, as compared with a population of about 5,300,000 for the 
Dominion of Canada, and 3,800,000 for the Commonwealth of 
Australia. The public revenue of British India alone, apart from 
the revenues of the Native States, in the year ending March 31st, 
1900, was £69,000,000, as compared with £29,000,000 for all the 
six Colonies of the Commonwealth of Australia in the correspond- 
ing fiscal year. The public revenue of Canada cannot fairly be 
brought into this comparison; for, in Canada, most of the rail- 
ways are privately owned, and the amount of public revenue is 
pro tanto diminished. The actual revenue of Canada in the last 
fiscal year was £10,000,000. The value of the total external trade 
of India, imports and exports together, in the same period was 
£151,000,000, as compared with £141,000,000 for Australia, and 
£79,000,000 for Canada. In the year 1900, the value of the 
British exports sent to India was £30,000,000, to Canada £7,600,- 
000, and to Australia £21,600,000. 

As regards military efficiency, so far as the Colonies are con- 
cerned, no precise figures can be given; for the colonial armies 
are still in a rudimentary condition. The figures for India are 
striking. The Indian government maintains a British army of 
75,000 men and a native army of about 140,000. Both forces are 
constantly kept in a high state of efficiency, entirely at the ex- 
pense of the inhabitants of British India. In addition, several of 
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the Native Princes maintain small armies, trained and officered by 
Englishmen. These forces can be drawn upon for the general 
service of the Empire. As far as numbers are concerned, the 
volunteers sent to South Africa by Canada and Australia were 
barely a fourth of the trained white troops supplied by India. 
In the case of the British operations in China, the burden of the 
campaign fell almost wholly upon native Indian troops. 

Lastly, it may be added, in no spirit of paradox, but from de- 
liberate reflection, that the devoted loyalty of the dark-skinned 
races of India to the occupant of the throne of England, is not 
less valuable as an asset of the Empire, than the loving allegiance 
of colonists of British blood to the countries they still call Home. 

With this preface, to explain the relative position assigned to 
India, it is possible to proceed to examine the Indian Debt. 

India. — That debt dates back to the time when the government 
of India was still in the hands of the Honorable East India Com- 
pany. In the early part of the nineteenth century, the constant 
wars waged by the Company for the extension of its dominions 
rendered considerable borrowings necessary. By the year 1821, 
the total registered debt of India stood at £33,000,000, taking the 
rupee as being then equivalent to the tenth part of a sovereign. 
The greater part of this debt had been raised in India at the rate 
of six per cent. The policy of borrowing in India rather than 
in England was continued until after the Mutiny, but the credit 
of the East India Company so greatly improved that in 1854 
the rate on the greater part of the debt was only four per cent. 
In the year immediately preceding the Mutiny, the total debt 
wag £49,000,000, of which the greater part was due to military 
expenditure. The expenditure incurred in the suppression of the 
Mutiny involved a further and a rapid increase of the debt, nearly 
doubling the total in the course of six years. The growth of this 
older portion of the Indian debt can best be shown in tabular 
form: 

DEBT OP INDIA UNDER THE COMPANY AND FOE THE PIBST SIX 
TEARS OP CROWN RULE. 

Kegistered 

In India. In England. Total Debt. Interest. 

1820-1 27,300,000 5,700,000 33,000,000 1,900,000 

1858-7 45,500,000 3,900,000 49,400,000 2,000,000 

1862-3 63,800,000 31,800,000 95,600,000 4,300,000 

It will be noticed that the annual payment for interest in the 
six years following the Mutiny increased even more rapidly than 
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the capital borrowed. Practically the whole of the new debt due 
to the Mutiny had to be borrowed at enhanced rates. 

Until 1850 the East India Company did very little to develop 
the resources of the country by constructing either roads or canals, 
and still less railways. A considerable improvement was effected 
under the governor-generalship of Lord Dalhousie, but progress 
was abruptly stopped by the outbreak of the Mutiny. That event 
convinced the most doubting of the importance of improved means 
of communication; and as soon as peace was restored a vigorous 
policy of public works was undertaken by the government. In 
defence of the action of the Indian government in this respect, it 
is only necessary to add that, unless the state had itself under- 
taken, or initiated, these works, they would never have been at- 
tempted. Even so the government of India shrank in many cases 
from the full responsibility of itself managing great undertakings, 
which in England were and are habitually left to private enter- 
prise. The government, therefore, in the case of many of the 
more important railways, attempted a compromise, by inviting 
private companies to construct the necessary lines, subject to a 
guarantee from the state. Other great works, such as canals and 
trunk roads, and also several railways, were from the outset con- 
structed by the state itself. The principle was laid down that 
roads and public buildings should be constructed out of revenue, 
while railways and canals, which would themselves yield a direct 
revenue, were to be constructed with borrowed money. In addi- 
tion, as the loans of the guaranteed railways have fallen in, the 
companies have been bought out by the state with money borrowed 
for that specific purpose. 

It is impossible to trace the increase year by year with any 
satisfaction to the reader; because part of the money was bor- 
rowed in rupees and part in sterling, and the relation between the 
two standards of value was so constantly changing, during most 
of the period under review, that no simple method of showing 
totals can be devised. In the figures given above, the rupee has 
been unif ormly taken at one-tenth of a sovereign, and this method 
gives sufficiently accurate totals until about 1873. After that 
date, the rupee dropped rapidly, until it became in 1894 worth 
little more than one-twentieth of a sovereign. The free coinage 
of silver at the Indian mints was then abolished ; and, by reducing 
the supply of rupees, the value in exchange was gradually raised 
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to one-fifteenth of a sovereign. Further measures have since been 
taken to fix the rupee as nearly as possible at that point, and in 
the published accounts of the Indian government the sovereign 
is now officially reckoned as the equivalent of fifteen rupees. 
On this basis, it is possible to give a statement, in pounds sterling, 
of the position of the Indian debt on March 31st, 1900. 

INDIAN DEBT (IN POUNDS BTEBLING) . 

Annual charge 
for Interest. 

Permanent 67,300,000 1,593,000 

Unfunded 4,500,000 

Railways 104,500,000 4,184,000 

Irrigation • 22,800,000 897,000 

Other obligations, including savings - bank 
deposits, etc 13,100,000 355,000 

£212,200,000 £7,029,000 

If these tables be compared with the table given above show- 
ing the state of the debt in 1863, it will be seen that, in the course 
of the past 37 years, the ordinary indebtedness of India has been 
very considerably reduced, namely from about £90,000,000 to 
about £70,000,000, and that the interest charge on the debt dur- 
ing the same period has been reduced by more than half. 

The only question that remains is, whether the profits obtained 
from the railways and irrigation canals do really cover the interest 
upon the money borrowed for their construction or purchase. 
The answer is in the affirmative. The state lines in India have 
proved, on the whole, a most profitable investment. 

On the other hand, the guaranteed railways, though working 
at a profit to the companies that own them, have involved the 
state in a loss, because of the high rate of interest guaranteed, and 
because of the fall in the rate of exchange since the date when 
the contracts were made. Up to 1900, the loss on the guaranteed 
railways more than wiped out the profit on the state railways; 
but in that year the state realized a net gain upon the whole sys- 
tem. So that the Indian railways are in no sense a burden on 
the taxpayer, but contribute a substantial sum to the revenues. 

The financial results of the irrigation works undertaken by the 
Indian government are even more satisfactory. On some of the 
larger works, the profit realized amounts to nearly ten per cent 
on the capital outlay ; on the smaller works, it amounts to an aver- 
age of about five and a half per cent. The figures for the year 
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ending March 31st, 1900, show that the net gain to the state 
from the canal system was £640,000. 

To sum up : since the re-establishment of order after the Mutiny, 
the government of India has appreciably reduced its ordinary 
debt, and has built up a magnificent system of state railways and 
canals, which give a handsome return upon the cost of construc- 
tion. The net revenue they earn amounts to £1,090,000. If 
this be subtracted from the cost of the ordinary India debt, it 
will be seen that the net cost of the whole debt of India to the 
taxpayers of,, the country is just over £500,000 a year. This sum 
is more than covered by the present loss upon the guaranteed rail- 
ways. In the year 1907, that loss will altogether cease, and the 
Indian government will probably then be in the happy position 
of possessing a debt which costs its taxpayers less than nothing. 

The Dominion of Canada. — The federal government of the 
Dominion of Canada upon its formation in the year 1867, imme- 
diately took over most of the debts of the constituent provinces, 
and has since taken over other provincial debts. It has also spent 
freely out of capital upon works of public utility. The Dominion 
government has also lent money on interest to various com- 
mercial undertakings, principally railways, and these assets ap- 
preciably reduce the gross indebtedness. The government further 
possesses certain assets amounting to about £4,000,000 on which 
no interest is paid ; and these also are officially claimed as an off- 
set against the debt. The broad position may be stated as follows : 

DOMINION OP CANADA. 

Gross Debt. Assets. Net Debt. 

1867 £19,400,000 £3,500,000 £15,900,000 

1900 £72,100,000 £16,900,000 £55,200,000 

In the above statement, the term " assets " is officially limited 
to floating assets, which may be presumed to be realizable. Prac- 
tically, however, the whole of the money borrowed by Canada has 
been spent upon public works of a productive character. 

Prior to Confederation, there had been expended on railways 
and canals £11,000,000, and on other public works £2,300,000. 
Since Confederation, the Dominion government has spent on rail- 
ways £27,500,000, on canals £12,700,000, and on other public 
works £9,600,000. Thus on railways and canals alone the total 
expenditure is £51,200,000, as against a net debt of £55,200,000. 
Unfortunately, this expenditure is, for the most part, only indi- 
rectly profitable. The government railways in Canada are only a 
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small part of the total railway system — 1,511 miles out of a total 
of 17,657 — and they are not the most profitable part. The real- 
ized profit on the government lines in the year ending June 30th, 
1900, was only £22,700, on a paid-up capital of £13,330,000. 
The large sums paid by way of subsidy to the Canadian Pacific 
Kailway also appear to yield little or no direct return; and the 
expenditure upon canals seems to be in the same category. 

In order to ascertain the net cost of the Canadian debt to the 
Canadian taxpayer, the railway and canal receipts and expenditure 
must be brought into account, and also the receipts and expendi- 
ture (apart from capital expenditure) upon public works. Taking 
all these items into account, the cost of the debt for the last fiscal 
year works out to about £2,580,000, of which £514,000 represent- 
ed payments to the sinking-fund. Deducting this, the net annual 
cost of the Canadian debt may be stated in round figures at 
£2,000,000. The tax revenue of Canada in the same year was 
just over £8,000,000 ; so that the annual cost of the debt was one- 
fourth of the tax revenue. 

In addition to the Dominion Debt in Canada, several of the 
provinces have debts of their own, namely: Quebec, £4,631,000; 
Nova Scotia, £565,000; Manitoba, £573,000; British Columbia, 
£1,202,000. In the other provinces, the assets exceed the debts. 

The Commonwealth of Australia. — The task of ascertaining 
the indebtedness of Australia is rendered comparatively simple 
by Mr. Coghlan's admirable annual volume on the Seven Colonies 
of Australasia, namely, the six colonies of the Continent of Aus- 
tralia (including Tasmania), and the island colony of New Zea- 
land. As the six are now federated into one Commonwealth, and 
as the seventh has expressed an emphatic decision to remain out- 
side, it will be more convenient here to treat the Commonwealth 
of Australia and the Colony of New Zealand separately. 

When the Commonwealth was constituted, by an Act of the 
Imperial Parliament which came into force on January 1st, 1901, 
the federal government did not, as in the case of Canada, take 
over the debts of the constituent colonies, nor has it yet had time 
to incur any debt upon its own account, though a loan of a million 
sterling was announced last year. The indebtedness of the Com- 
monwealth is, therefore, only the aggregate of the debts of the 
separate states. The growth and present magnitude of these debts 
are shown in the following table : 
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DEBT OF THE SEPAHATE STATES OF THE COMMONWEALTH (IN MILLIONS 

STERLING) . 

State. 1861 1871 1881 1891 1899-1900 

New South Wales 4.0 10.6 16.9 53.0 65.3 

Victoria 6.3 12.0 22.4 43.6 49.3 

Queensland 1 4.0 13.3 29.5 34.3 

South Australia 9 2.2 11.2 20.3 26.1 

West Australia — — .5 1.6 11.7 

Tasmania — 1.3 2.0 7.1 8.4 

Aggregate for the Commonwealth. 11.3 30.1 66.3 155.1 195.1 

The increase of indebtedness here displayed is enormous ; and, 
unfortunately, the population has not increased at anything like 
the same rate. In the year 1861, the aggregate indebtedness of 
the colonies that now make up the Commonwealth worked out 
to £9 13s 8d per head of the population; in the year 1899-00, that 
figure had risen to £52 2s 2d. Even such an increase as this would 
not be a matter for regret, if the borrowed money had all been 
profitably invested. This is not the case. Some of the money 
that was so easily borrowed on the London market has certainly 
been spent with more regard to the demands of politicians than 
to the economic needs of the country. As Mr. Coghlan gently re- 
marks : " The plethora of money has been harmful in many ways, 
the most apparent being the construction of not a few branch 
railways in outlying and sparsely settled districts, which do not 
pay even their working expenses." 

The construction of such lines has been plausibly defended on 
the excuse that they help to develop the country, and render pos- 
sible the settlement of a large population. That plea may have 
been reasonable in the early days of colonial development, when it 
was so far the policy of the colonial governments to encourage 
immigration that they even borrowed money for this express pur- 
pose. But at present the policy of the Australian states is largely 
controlled by labor leaders, who — in the supposed interests of the 
working classes — wish to keep that huge, undeveloped Continent 
barren of people. In those states where this policy prevails, there 
is no immediate prospect of the so-called pioneer railways ever 
repaying the money spent upon them, for the natural increase in 
the Australian population has now become extremely slow. 

Nor are the main lines of railway in Australia sufficiently 
profitable to cover the loss upon these subsidiary lines. The fol- 
lowing table shows the financial results of state railway building: 
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AUSTRALIAN RAILWAYS. 

Length of Net lose or gain on 

line open. capital cost after 

Miles. Capital cost paying interest 

New South Wales 2,811 £38,500,000 — 0.14 

Victoria 3,218 39,600,000 —1 . 12 

Queensland 2,801 19,300,000 — 1 . 34 

South Australia 1,736 13,000,000 +0.04 

Northern Territory 145 1,200,000 — 4.91 

Western Australia 1,355 6,900,000 +2.35 

Tasmania 438 3,600,000 — 2.68 

Commonwealth 12,504 f 122,100,000 —0. 60 

It will be seen from the above table that, out of the total Aus- 
tralian debt of £195,000,000, the sum of over £122,000,000 is ac- 
counted for by the cost of building railways, and that on this sum 
a net loss is realized. The remainder of the debt has been in- 
curred for such purposes as water supply, telegraphs, roads, 
bridges, and harbors. These works are, doubtless, all beneficial 
to the country, and some of them yield a small direct revenue to 
the state ; but in no case do the investments appear, as yet, to be 
profitable in the commercial sense. There is thus a net charge for 
interest, which the taxpayer has every year to make good. In 
round figures, the account appears to stand as follows: The 
gross annual charge for the interest and management of the Aus- 
tralian debt was, in 1899-00, £7,590,000. From this gross charge 
must be deducted the contribution towards interest charges ob- 
tained from the working of the railways, water supply, etc. — 
namely, £4,540,000. Thus, the net charge on the Australian tax- 
payer for the Australian debt was just over £3,000,000. In the 
same year the revenue derived from taxation was just over £10,- 
000,000. In other words, thirty per cent, of the taxes raised in 
Australia is spent in meeting the annual cost of a debt which was 
incurred — not to meet the expense of great wars — but to construct 
works intended for the most part to be in themselves profitable. 

New Zealand. — The indebtedness of the Colony of New Zealand 
has increased even more rapidly than that of the colonies now 
federated in the Commonwealth of Australia. The figures are : 

NEW ZEALAND'S DEBT. 

Per Head. 

Year £ g. d. 

1861 £601,000 6 1 4 

1871 8,901,000 33 6 9 

1881 29,659,000 59 4 2 

1891 38,845,000 61 5 3 

1899-1900 47,874,000 63 2 5 
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A considerable portion of the debt incurred is due to expenditure 
upon railways— namely, £17,000,000 out of £47,000,000. A 
further sum of nearly £5,000,000 has been expended upon other 
public works — namely, telegraphs, light-houses, harbors, and 
water supply to the gold fields. The remaining £25,000,000 of 
the New Zealand debt is accounted for by revenue deficiencies in 
various years, and by the military expenditure incurred in the 
suppressing of the Maori risings. 

The New Zealand railways (2,104 miles open) show a net loss 
of 0.37 per cent, on their capital cost. Some of the other provinces 
give a balance of receipts over working expenditure, but the re- 
lationship of this balance to capital outlay is not shown. The 
gross annual charge for the New Zealand debt is £1,750,000. De- 
ducting from this the contribution available from railway re- 
ceipts and kindred sources, there remains a net charge of, roughly, 
£1,100,000. The tax revenue of New Zealand is £2,900,000; so 
that the annual cost of the New Zealand debt to the taxpayer is 
as much as thirty-seven per cent, of the total tax revenue of the 
colony. In comparing this figure with that for the Common- 
wealth, it must be borne in mind that part of the New Zealand 
debt was incurred in suppressing the Maori risings. 

It is interesting to recall a forecast made by Sir Francis Dillon 
Bell in 1882. Speaking at the Koyal Colonial Institute, he then 
estimated that the population of Australia and New Zealand in 
1900 would be 7,000,000 persons, and he added: 

" It would require our debt to be £230,000,000 in the year 1900 to main- 
tain the same proportion to population as it bears now, and it is, of 
course, quite needless for me to say that there is not the remotest chance 
of our adding 135 millions to our debt in the next eighteen years, or any- 
thing like it. I am well within the mark in saying that 150 millions will 
be the outside we shall then owe; while, even if our progress should be 
no faster than during the last ten years, our revenue will not be far from 
50 millions, and our commerce nearly 270 millions." 

It is dangerous to prophesy. The total debt of Australasia has 
increased by far more than the figure which Sir Francis Dillon 
Bell regarded as impossible, and it now stands at £243,000,000, in- 
stead of his estimate of £150,000,000. The population is not 
7,000,000, but 4,600,000; the total revenue is not £50,000,000, but 
£34,000,000; the total trade is not £270,000,000, but £161,000,- 
000. These are contrasts over which Australasian politicians 
would do well to ponder. 
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Cape of Good Hope.— The debt of the Colony of the Cape of 
Good Hope on January 1st, 1900, was £27,884,000; and, in addi- 
tion, the colonial government was surety for a debt of about 
£3,000,000, raised by various corporate bodies within the Colony. 
On the other hand, the government was the owner of 1,990 miles 
of railway and other valuable public works. 

Taking the last fiscal year before the outbreak of the war, 

namely the year ending June 30th, 1899, the comparison between 

debt charges and railway and other similar receipts works out as 

follows : 

Net revenue from services rendered £1,432,000 

Charge for debt 1,310,000 

Profit to the taxpayer £122,000 

This very satisfactory result was largely due to the handsome 
revenue obtained from the main Cape Railway, which was then 
the principal route for passengers and goods passing from and to 
the Transvaal. In the future, it is possible that a considerable 
part of this lucrative traffic may be diverted to the Natal and the 
Delagoa Bay railways, and that possibility has long been the cause 
of some anxiety to Cape financiers. In the present condition of 
South Africa, however, it is impossible to speculate with any 
advantage upon what may happen in the future. 

The tax revenue of Cape Colony in the year under review was 
£2,359,000, and the population about 1,600,000, only about 400,- 
000 being whites. 

Natal. — The public debt of Natal on June 30th, 1899, was just 
over £9,000,000. The cost was fully covered by the railway profits. 

The West Indies. — The British possessions in the West Indies 
comprise almost as many separate Colonies as there are separate 
islands, and some of the islands are smaller than an average Eng- 
lish or American county. It would, therefore, be merely tedious 
to enumerate their debts separately. Nor is the total indebted- 
ness very serious. Including in the term "West Indies" both 
British Guiana and British Honduras, the total debt for all these 
Colonies comes to £5,300,000. Out of this total, Jamaica alone 
accounts for just over £2,009,000, and British Guiana and Trini- 
dad for nearly £1,000,000 apiece. The total public revenue of 
the same group of Colonies amounts to £2,576,000; so that the 
public debt is just equal to two years' revenue. It is worth while 
to add that these Colonies are subject to the close control of the 
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Home Government, exercised through the Colonial Office, a fact 
which probably explains the comparative smallness of their debt. 

Other Colonies. — The same consideration applies to other 
Colonies under the direct rule of the Crown, in whatever part of 
the world they are found. Ceylon, for example, has a debt of only 
£3,662,000, as compared with a revenue of £1,727,000, and the 
debt is entirely covered by profitable public works. The debt of 
Mauritius is about £1,200,000, as compared with a revenue of 
£560,000. The debts of Hong-kong, Malta, and Gibraltar are in- 
significant; and Singapore, Cyprus, and several other small Colo- 
nies have no debts at all. On the other hand, the little Colony of 
Newfoundland, which possesses full rights of self-government, 
has succeeded in piling up a debt of £3,610,000, against a total 
revenue of £350,000. Nor have the inhabitants of Newfoundland 
— who are not numerous enough to fill an ordinary London 
parish — the satisfaction of knowing that by borrowing money their 
government has been enabled to earn revenue. There is practi- 
cally no public revenue in Newfoundland except that derived from 
taxation, and the finances of the Colony appear to be in a chronic 
state of embarrassment. The Dominion of Canada has more than 
once offered to come to the aid of this little Colony, on condition 
that it will enter the Canadian Federation. But the Newfound- 
landers prefer to enjoy their poverty and their pride. 

Harold Cox. 



